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SECTION I. SUMMARY OF FAR BAST TRENDS AND DEVELOPMENTS 

it Chines# Cossiursist s-batemant of policy towards Japan pointed out that 
,/ovi^A of feTRda between the two areas hinged on the elimination of reaction- 
ary elements in the Japanese Government and emphasised that the "Sew China 
intended to have a voioe in Japanese affaire, along with the other major 
power* (nag# Z)o 

Burma and Japan have concluded a trade agreement ooverlng the exchange 
of $25 million worth of goods in 1949 (page 3). 




Jroiping capitulated to the Chinese Co mnun lsta this week and CHlANG*s 
f opted armies were reported withdrawing south from the Yangtze defense 
. (page 7)o CHIANCr Kai-shek "retired" (page 7) and left to LI Taung- 
^an the task of concluding a peace with the Communists who have not wavered 
from JiAO fae-tung ? s eight point demand for virtual unconditional surrender 
(page 8)* 

The Philippine Government is adopting stringent seourity regulations 
in view of possible influx of agents from China (page 10). 

Burma is faced with a serious eoonomio crisis and is seeking foreign 
financial assistance (page 10)« 

The Blame so are studying antt-Communist measures (page 11 )o 

Korean rightist youth group# are being oonsolidated under President 
Rhee's orders (page 6)« 
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Tfo jSp jj^jnal uotatloBB used in succeeding sections of this Weekly , | 
("A", "B* or "C") indicate the importance of the items in B/FE opinion \ | 
with "A" ro presenting the most important . f 
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SECTION II* OBTELOPWEFTS Ilf SPECIFIED AREAS 

GEHERAL 

Chinese fiwrortrtt »tata p o licy towardB Japn 

A Chinese Communist Party broadcast from Worth Shansi on 19 January, 
reveals an increasingly conscious aggressiveness in development of a Chinese 
Cormuniet policy for Japan, Aimed at influencing the Japanese general 
a lections of 28 January, the Chino so Corammiet radio emphasized that after 
8 years of coabeting Japanese imperialian, "New China/ unwilling to deal 
with Japanese reactionary elements, finds "Japanese Communists and other 
democrats" best qualified to lead Japan to a "genuine close friendship" 
with China, Dangling the prospects of renewed China trade before market- 
seeking Japan, the broadcast stated that while Janan needs to establish 
eoonomio and political relations with "People’s China," "Japanese reaction" 
possesses nothing on which China must rely, The Chinese Communist* further 
announced that "whether American imperialists and their Japanese pawns are 
willing or not," the "Hew China" will concern itself with oontrol of Japan* 

Probably the Worth Shensi broadoast contributed little to the surpris- 
es election sueoess of the Japan Coaaruniet Party (JCP), (The JCP increased 
its lower house Diet seats from 4 to 38 out of 466 seats,) The "New China" 
pronouncement , however, played on the same note which JCP campaign psychology 
has stressed, namely, that Japan has nraoh to gain by being friendly with a 
Communist China, 

Chinese Communist allurements to Japan for potential eoonomio relations 
may be of considerable significance, Chinese Communist planners do not 
expect extensive eoonomio support from the USSR and may desire to resume 
trade between these two economically complementary areas with the thought 
that, through gradual, Judiciously applied pressure, they can assist the 
JCP, (SEE SECTION III) 

The expressed desire to participate in the oontrol of Japan may indicate 
a two-fold ambitions (a) to play upon Japanese fears of a Communist China 
while putting pressure behind a jump-on-the-bandwagon movement, and (b) to 
help counter American influence in the Par East, Possibly anticipating' 
international recognition of a Comsmjnist- control led Government of China, 
the Chinese Communist Party undoubtedly aspires to China’s present seat on 
the Far Eastern Commission, where China holds veto power, and on the 
purely advisory Allied Council for Japan, which "New China" oould employ 
as a sounding board to mould Far Eastern opinion. 
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QENKKAL (continued) 

J&pan-Burma trade arrangement co ncluded 

Japan and Burma have concluded a trade arrangement covering the period 

balanoed^at^ 2 x°-ni 1 1 P eCe ^ b ?!’ 1949 ° ^ arrangement contemplates a trade 

J n dollQr * and *» similar in outline to the over-all 
“Kotiated in the autumn of 1948, It 

pi ^S a *! ^ eotton » rio«. lead, antimony, tin cornea- 
trates, teak and rubber by Japan in exchange for cotton piece goods, silk 

potte^'and^OToelaln? 11 ^ 0Orru Sa ted iro * tires, tubes. 


th l war i Burma WM not Important in the foreign trade of Japan 

IrndTs nero«n£ ? S* °^ ly P° r °* nt of «*P«*a (mostly cotton goodsf 
f i ? P ° r !L ( r W 00tt0n and * lno 5° Currently, however, 

8 P ° rtant *° Ja P ftn because it affords a trade channel 
ar ®^ " hioh ^P 011 18 anxious to develop so as to 
lessen its eoonoaio dependence on northeast Asian markets, now in large 

pa ommunist-dcminated „ Trade with Japan is important to Burma because 

m ' * ■ lEnlfle “ t “ rk<t for • ° f .-j- 

for «-^L 1 t I ad l R !I! IlS ^ 0n lL IBay 8noounter difficulties . It is problematical 
rw*™**^ 1 %7 het i? r the Internationa l Emergency Pood Committee (IEFC) will 

f Ij° e t0 Japan<> addition , instability in Burma 1 
SffWt b th produotion and export of the required commodities 
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loath gr^ns .foamier Lee Bum Suk has instructed hie Korea 

national Youth Corps (MC) to accede to President Rhea’s ultimatum 
reqairing it to join the Great Korea Youth Corps (GKYC) 0 Rhea has been 
attempting to consolidate all rightist youth organisations in a single 
alle g edly '‘non-political* front, under his indirect leadership, designed 
to defend the Republic against Communism and to serve as the wi den s of 
a projected 50,000 man Militia, Premier lee had built a strong politic al 
following on the basis of his leadership of the KNYD, and hie initial 
hesitation in ordering it to merge with the GKYC wrier Rhee’s nominal 
leadership incurred the President’s displeasure. While the Premier’s 
recent action may improve his relations with Rhea, Lee will probably 
centime to fight for political leadership of Korean Youth by attempting 
to place XNYC members in toy positions in the GKYC, the Militia ajri the 
Arsy, Since the GKYC is to serve as the nucleus for the Militia, which 
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KOREA (Cont,) I 

will be under fee 9 a control In his position as National Defense Minister, I 

be can probably regain much of the power that ha now exercises as Chief 
of the KMC in t he loath Corps, The resent appointment of fee Chan Sik, \ 

fcrmerely a KNIC deputy, as co mm anding officer of the regiment assigned | 

the politically important mission of defending Seoul, is indictive of \ 

fee*s political strategy, I 
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. ggjffoftaliet organiz ed military resistance ends. Jho completely 
denoraj.irecl and defeated armies of CffiANO Sal-ahek 'ore reported to 

*!£ th fr °® ***, n Nankin S-Shanghai area and the Tangtte 
efenae line. The oncoming Chinese Conauniat araies are believed 
to hare reached the Tangtse and currently to be awaiting order* 

< Vi TBr : thi * lat * 8t c hlneae Conauniat advance, 

CHIABO Ka.i-s.hekc at long last, decided to “retire" and departed for 

f enghua to sweep the tombs of hi a ancestors,," When CIIIANG lefts 
he turned orer the confused reanante of his regime to Acting Presi- 

U pr48ent frantically attempting to negotiate 
an honorable peace" with the Chinese Communists, However, with the 
disintegration of organised Hationalist ailitary resistance, Li’s 

^I re jJf illg P T r * r i( nil “d h* can expect little better terns Aron 
the Chinese Communist* than unconditional surrender, 

° ala oa P it «letion of the ancient Borth China 
. ° f ***■«- 22 January ‘ > th ® Ch -nese Coanunists added another 

▼ictory to their list and deftly adainistered the 'coup-de-grace' to 
the SationaUst military position in Borth China, Hationalist Gen! 

FU fao-yi surrendered Peiping to the Coaaunists, in exchange for a 

g Hsf% P " rB<mal /r f ^ y ^J? 44 ®f Ms nJe froa the 

a^ JLif "I 1 ?? 41 ** n "PP^ently made this deal with 

a Tiew toward getting out later and returning to his home territory 

n Suiyuan Province. The Coaaunists, on the other hand, probably 
are aware of PC's intention to "go back to the farm," and therefore 

k *®P hia ™a«r their thumb so as to forestall 
any possibility of his ewer again becoaing a foraidable adversary, 

... The P® acef V 1 capitulation of Kalgan, Tientsin, and Peiping has 
set a pattern which will probably be followed by the defender s of the 
remaining Goyernaent-held cities of Banking, Shanghai, Hankow, Tsingtao, 

^ iyUaa ‘ Coi “«l^l y, the last major engagement 
of China’s eiril war appears to hare been ooncluded, 

Presi^fn^^^?^^ 8 ‘ " CmNG ’ 8 deoi0ion to ™tire f**o» the 
Presidency of the National GoTeraaent, at a tiae when its collapse 

is imminent, evidences hia intention to demonstrate that Vioe Pres- 

ident LI Tsung-jen oannot make an "honorable" poaoe with the Coanunists 

and that continued resistance under CHlANG’s leadership is the only 

alternative to unconditional surrender, CHIANQ’a action is also 

calculated to put on the Coaaunists the onus for declining to halt their 

China * eX ° ept ° n ton “ contemplating early ooaauni ration of Nationalist 

from "™ tireaent " involves no more than his absence 

f Iff i ^ presidential office, to which he nay return at will. Be 
,tiU head ® the Xuoraintang and its committees still oontrol the National 


"A* 
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Government. Moreover, he has recently strengthened his authority 
in various provinces of South and Southwest China by the appointment 
of dependable subordinates to key positions. While plana have been 
partially carried out to use Taiwan as an ultimate haven for Nationalist 
leaders despite the possibilities of a native uprising there* CHIANG 
has made additional preparations to employ South China as a base of 
resistance and has moved Government resources, records, and personnel 
both to South China and Taiwan. If Li's efforts to make peace are futile, 
CHIANS will be in a position to resume satire direction of the National 
Government and nay eventually head a g over nment-i a-exi 2 e with the hope 
of recovering control of China as a consequence of World War III, 

Acting President Li's newly appointed peace delegates, SHAD Li- 
tze and CHANG Chih-chuag, have little to offer the Communists and 
realisation of their difficulties probably will impel the majority 
of Nationalist leaders who still possess regional authority to attempt 
further resistance, probably in cooperation with CHIANG Kai-shek, 

Leftist leaders and lesser Nationalist figures may accommodate them- 
selves to conditions of Communist rule, somewhat as those in the 
Pei ping- Tientsin region, have done. 

Joint Coamunist-Ratiopalist administration set up in Peiping . "B* 

FU Tso-yi 's agents accepted terms of surrender for Peiping whicn will 
facilitate a gradual and orderly assumption, of power by the Communists 
and which involve the oooperation of Nationalist military and civilian 
officials during the transitional period. Another provision of this 
acceptance is the future inclusion into the Communist forces of all 
Nationalist troops in Peiping, Probably some of the peace-makers will 
be given at least temporary roles in. the Communist administration* 

Meanwhile, Marshal U Chi-shen end other dissidents who reportedly 
have been conferring with Communist representatives at Shihchiachuang, 
south of Peiping, issued a statement, broadcast over the Communist 
radio, which denounced Nationalist peace overtures and otherwise 
adhered closely to reeent Communist propaganda lines. Marshal LI *s 
Kuoaintang Revolutionary Committee may serve as a vehicle for admitting 
a limited number of Euomintang members acceptable to the Communists 
into the future Conmuni st-dominated coalition government. 

Communists view CHLAKO as principal enemy. Chinese Ccomunist "A* 

broadcasts have denounced CLANG'S '•retirement* as a tactical maneuver 
inspired by the US and have accused the US and the Kuomintang of 
plotting to build up South China and Formosa as bases from which "to 
destroy the revolution." The Communists are genuinely concerned 
over CHIANG* s prospects, with US assistance, for delaying total 
surrender in China, 

The Communists have made clear that realisation of MAO Tse-tung*s 
eight-point program ie their aim; the presence of specific individuals 
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on the lr HaU of -war crindnals" is the only point susceptible to 

P ° i0t * ln fR *° r » Acting President 
h +" 1 1 T b ! tH controi oror remaining Nationalist forces and 

ntsmatJ onal status as the legal National Government of China It 

S^omwent really has such oontrol or such sta+us 
« Breor S* n i nation" of .U RationauYw,^ 

... llke5 ^ t0 ®plit LI«a government sharply into two crouns with miv 

The^othe^ rroup 0 Ln°h 8 ld nif + 0 + nt lli:li J :ar J f fora « B favoring settlement, 

“! *? old ° ut ta *P or *rUy in South and west China - 

So^etirZnt « e *“ f ° r ° e8 ^ ^ »*** ** -turn 

for time Co ™ u f' *ta a r ^ aware that the Generalissimo is playing 
srer^m«e«M J?* Communists will accept with pleasure JhUt- 

x2klnT SSri.? re | f th f n by th ° ineffec ^l government in 
who*? ! pinnjpal eno *y im «“* will remain CHIAN G Kai-shek, 

”? C0mpr0miBe " ith the c ®«»uni»ts and who will continue 
be a serious obstacle to the realization of the Communist aims 
as long as he retains any vestige of military or political authority, 

Reca 1 1 of Soviet Amb assador implies Dolicv change a „u._ „ ■ _ 
Soviet policy In China aayHST'i'n'di cited b£ the^ecalf 'of Soviet 6 
Ambassador N, V 0 Roshchin,. Gen. Roshchin, former Military Attache, 

Se E Am ^ ssador in P«bruary 1948 after conferences in Moscow, 
The USSR apparently concluded that the US program of aid to China 

“ b. a failure therefore' 

that the Chinese Government might well accept a Soviet offer to mediate 

SinceV 1TU <T'’ WMOh Roahchin hed already advanced informally,, 

Since Commraiat successes throughout 1948 made Soviet mediation either 
unnecessary from the Soviet viewpoint or undesirable from the ShTnese 
/ T ^«wp oi nt, the tJSSR recently declined the National Govern- 

M * invitation to mediate, Roshchin has again been vailed to 

. s f ‘ eir f who presumably will be unable to ecnait the USSR 

-onY^ Y “ if° in «t “ ^....aor LSu.', 

;Z ll operation, for the past aeyeral years hate been with 

the hinese Nationalists rather than with the Communists, It is 
therefore quite possible that Roshchin will not return as Ambassador 
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r* awMMMii RM( iii forelen loans. It is becoming increasingly evident "1 

that Burma's SOfSl 
financial stability. Not only is the gw aaMt b^dowd ^Sfering 

tary expenditures, but the various insurrections are swioualy interring 

Sth exocrts the operations of Gorertment-owned utili«-«® ~?t±ealfi- 
<-„«* Tn addition to Government efforts to deal uith the critic 

SLSSTiitStEn by batting cort-of-llTing flhy t° Gcyarm«t-^«» 
Md OTMlgbtla g an ”«i»terity Tcogracf, foreign fina ncial aa a lotancal a 
The Information Minister has requested Burmese newspaper 
editors to tone down their attacks upon "Anglo-American imperialists 

SSBrri , s&riS. , gS£iS5-S r 

?r*foSd.fi.it «» - ** i» 

ssy-asra ^SP^SSSSi Ssr <sr 

■>«*>»* f ft “s : Ms£2 s; * 

aemcmr The Burmese Government is not believed capaDie oi 

J55TS2 5 function 

effectively. 
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measure s, Althonch tha Si wane 
deficits antl-Cofamunist program. Premier Phibul 

saa ~-j^^»u2yr5a & 

W r ^omreoniam among Siam's overwhelmingly agrarian oonnla- 
XS'Ji ^® rnm9nt 18 •*»**** the advisability of reducingfor ei rn & 
l«d ownership and the possibility of inoreasinp coop«-ati« lanSiSdinga. 

and S ?® m h , a f a t>roralw of limited military aid from the UK 

and, in addition, is making strong overtures to the US for mitifcAfir ^ 

^S^t Su!c^ Ce ? 8 & Ttu 8 ° f w ^thstanding Communism. r£sSt7the 

J h ® nre80nt regime, however, the Siamese are 
c pabie of making the adjustments necessary for dealing wi+h a nHino.*, 
Communist government recognised by world lowers Thi? L ^ \ 

-*•«- “p” 
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SECTION III. DIGEST OP IMPORTANT STUDIES AND ESTIMATES 

BCOfcOtCC P ROSPECTS IH HAHCRUPIA POP 1 949-60 


SUMMARY 


Tho oeruol id&tion of Manchuria under Ohine*e Communist control la of 
ma.lor significance both to tha Communist position in China and to Par 
Eastern trade. The reintegration of Mukden 1 # industries ait* the agri- 
cultural hinterland will permit expended output, and restoration of tha 
oosenmioatioxu ays tom will enable the Connraniett to mobilise surplus food 
end Industrial raw material# for uee in Chine and for export abroad, 

Under Ccrammist control, Manchuria may in the next two years re-emerge ae an 
important factor in Per Eastern trade, deepite political factor# which may 
effoot the quantity and direction of Manchurian trade. 

Proa peo time Production 

Unified political oontrol and re • to red oosnuni cations will enable the 
Conenmiste both to realise greater returns from Manchuria's agricultural 
surpluses end to exploit Industrial raw materiel resources on a considerably 
increased scale , light industry, of shloh tit most important is textile 
production „ will be at inula ted by the return of pesos to Manohuria. Been 
with a substantially inoreaeed output of cotton textiles, however D the 
looal demand will not be net. The heavy Industries, chiefly Iron and ateel, 
built by the Japanese in Manchuria, will probably remain largely inoperativi 
until the machinery needed for their rehabilitation can be imported. 

Prospective Export s 

Increased output of industrial raw materials end agricultural product* 
mou^si have an immediate effect on trade in tha Par Beet. Because of the 
eerioue deterioration of industrial plants, the Manohurian economy cannot 
now absorb all the raw materials it ia capable of producing. Yet Manchuria 'a 
need of machinery for industrial rehabilitation and essential consumers* 
goods gives her a strong incentive to produoe more than she oan consume at 
home, in order to market these exportable surpluses. 


years Manchuria should bo able to produoe a surpl us of 
three million tons of grain and soybeans for foreign markets, 5-6 million 
tone of ooai 600,000 tons of iron ore, 400,000 tons of salt, and unes tins tec 
quantities of lumber, magnesite and molybdemmu 
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Prospective Markets 


. m ri* Th ^n 9fitor ii tion ? f throURh tr an*poration to the major ports in the 

Thi t inSlLSi at J« enU I g S 2! poUntitl1 tor Iknohuria exports, 

j??, ^ o i ties of north Chine would import Manchurian grain. There 

22*® a “^TJ 7 T Tl6 <l f!* nd for Kanoh’^rlM vegetable oil and some 

t r T P °w?r 1 , OOBS4d ® ratl °"*s ** Chin * 8e Communist Party 

ooVinr onai “2 1 3*?"* ln JttpMI for ?%nchurl *’s surplus of soybeans^* 

onMHkfi ii* lt# Rnd iroB or0 ' JaT * m i« ® potential supplier of those 
oapital and consumer goods which Manchuria needs. 

Political Considerations 

^_ Wh.t h » r Hurirari.'. erport potential rill be oxohangod in tho meet 
^™™ p,ou * ««*»*■ depende largoly on .hotter political ooneidaratlon. 
detarriri e ^o pol t^.. Tte Odd* may be oapooted to laflu.no. d.ol.La. 

c *i»®«® Communist Party regarding Manohurian trade, both by virture 
oLR^^if 8 ? 105 ! 1 ?*? iJ 7 with **• ChiB ®«® Communist Party aJd bythe 
r ailroad" «yat«a » 00rrtro * of *» Port of Dairen ond^S Manchi^ 

raw COn *i del ‘ ation / 8 **Y present the export of Manohurla's 

thT !”^ 8e8 p ^° will g i w the Communists 

t he g reatest return. First, both the USSR and the Chinese Communists mnv 

co ?J r 2 utin S significantly to Japan's economic recovery 

^o^L^ 1 l?L TO fl b *. tmde8iral,le< ‘ 8e00nd ' «“«*p le of Ba.EJT^ 
2?*!?? l ***• roSR » for its own security purposes, 

of y r^ 1 L^: i \^at”to“il^^T' ti0 ” * ’ tan0hUrU ‘ *«" * — «• 

uoa-S^r.™ttl^ r "n^i l ^r: 2" Jtamtau-lan trad, rith 

a . ...... . * m “ rie * * First, from Ihe Chinese Communist viewpoint, there 

is little hope for early industrial rehabilitation in Manchuria exoeDt 

0 °'^ r i t 8 lik ® Japa ° that can Provide the required capital 
ir^ i/r 0n J/ KuMia would #hflr * ^ capital goods imported from 
wWoh wouid benefit thw Soviet Far Bast economy as well m sSenSn 

iB ^ 0h “ r ^ 0 «*. ® largT;art o?^cWU' 

area*. 11 ^ * ooamodltle * ™ Duld *• only of marginal signifieanoe to Soviet 

■Mtu**?.***? ^ oonolndad, that although economic forces will promote a - 
“ 0Unt o r.2 ad ! between Msnehuria and countries outa4^|^V 


r, „ , * - — CW1U UUUilbr, 

far Eastern bloo, political consideration will keep auoh 
its potential maximum during the next few years 
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